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Results in Brief 

Jewel Companies, Inc. 
Diversified Retailers 


Annual Meeting 

Wednesday, June 21, 1978, 2:00 p.m. 
C.D.S.T. at The First Chicago Center 
The First National Bank of Chicago 
One First National Plaza 
Chicago, Illinois 

Transfer Agent and Registrar 
Manufacturers Hanover Trust Company 
Four New York Plaza 
New York, New York 10015 

Common Stock Listing 
New York Stock Exchange 
Midwest Stock Exchange 

Corporate Office 
O’Hare Plaza 
5725 N. East River Road 
Chicago, Illinois 60631 


Fiscal Year 1977 

(In thousands except per share figures) 


1976 


Sales 


$3,277,742 


Earnings of II. S. Companies. $ 22,061 

Equity in Aurrera, S.A.: 

Earnings. 4,786 

Unrealized gain on foreign currency translation . _103 

Net Earnings. $ 26,950 


$ 24,109 

8,747 
3,309 
$ 36,165 


Earnings of U.S. Companies as a 

Percent of Sales. .7% 

Consolidated Net Earnings as a Percent 

of Sales. .8% 

Net Earnings as a Percent of Shareholders’ 

Average Equity. 8.2% 


1 . 2 * 

11 . 6 * 


SEC Form 10-K 

Copies of the Company’s Annual Report 
on Form 10-K as filed with the Securities 
and Exchange Commission may be 
obtained without charge upon request to: 
Robert F. Berrey, Secretary 
Jewel Companies, Inc. 

5725 N. East River Road 
Chicago, Illinois 60631 


Earnings per Average Common Share 
Outstanding: 

Earnings of U.S. Companies. 

Equity in Aurrera, S.A.: 

Earnings. 

Unrealized gain on foreign currency 

translation . 

Net Earnings. 


$ 2.0f 

.76 


Dividends Paid per Common Share ... 
Average Common Shares Outstanding. 


$ 1.30 

11,576 


$ 1.25 


11.507 


Skaggs Merger Announcement 

On April 3, 1978, Jewel Companies, Inc. 
announced an agreement in principle for 
a combination with Skaggs Companies, 
Inc. See the footnote on page 30 of this 
Annual Report. Skaggs, with fiscal 1977 
sales of $902.2 million and net income 
of $20.4 million, operates drug stores 
and combination drug/food super- 
centers, principally in the West and 
Southwest. Additional information con¬ 
cerning this transaction will be forth¬ 
coming following completion of a 
definitive merger agreement. 
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(977 Report 
rom Jewel’s 
Shairman and 
•resident 

Consolidated 1977 net earnings of 
ewel Companies, Inc. were $26,950,000 
>r $2.32 per share, including non- 
ecurring losses on facility disposi- 
ions amounting to $.45 per share, 
ompared to $36,165,000 or $3.14 per 
hare in 1976. Excluding facility dis- 
losition losses, U.S. net earnings 
mounted to $2.35 per share, versus 
2.14 per share in 1976, an increase of 
0%. Jewel’s earnings from its invest- 
lent in the Mexican retailer Aurrera 
mounted to $.42 per Jewel share, a 
ecline of 60% from 1976 due primar- 
ly to the peso devaluation. 

)ividends increased for the 13th con- 
ecutive year and totaled $1.30 per 
hare during 1977. 

I.S. Results 

ales in 1977 amounted to $3,277,742,000, 
gain of 9.9% over 1976. Sales in 
lentical units increased 6.4% with the 
alance of the increase relating to 
ew facilities. Each of the companies 
xcept Turn*Style achieved record 
ales levels. 

I.S. operating earnings before facility 
ispositions increased modestly in 
977. The major dollar contribution 
j this improvement came from more 
rofitable operations of the Jewel 
'ood Stores. Additionally, good earn- 
rgs improvements were achieved by 
Vhite Hen Pantry convenience stores, 
uttrey Foods and Star Markets. Oper- 
ting earnings of Osco Drug stores 
'ere up slightly, while substantial 
rowth costs were absorbed. 


A $.10 per share reduction in the 
earnings of the 22 Turn*Style self- 
service department stores negatively 
impacted 1977. We also incurred a 
$.09 per share earnings reduction 
resuldng from closing three Tum*Style 
self-service department stores in 
Indianapolis, and their subsequent 
partial conversion to Osco Drug 
stores, and converting five Eisner 
Food Stores to Big E Warehouse Food 
Stores in Indianapolis. Less signifi¬ 
cant factors were coffee inventory 
losses in the Park Corporation, start¬ 
up costs for Jewel T limited-line 
discount grocery stores in Florida and 
a new Mass Feeding school lunch 
production facility in Moosic, 
Pennsylvania. Increased costs for 
retirement benefits for Jewel people 
also impacted 1977. 

The $9,242,000 pre-tax charge ($.45 
per share) for facility dispositions 
resulted from the sale of the Turn # Style 
stores ($7,300,000 of the total) and the 
closing of Indianapolis Turn*Style 
stores and Star Market’s Dorothy 
Muriel Bakery. 

During 1977, Jewel Companies added 
578,000 square feet of retail space net 
of store closings. In addition, 375,000 
square feet of support facilities were 
added, principally for the Jewel Food 
Stores, Direct Marketing Division, 
Eisner Food Stores and Mass Feeding 
Corporation. The increase in invest¬ 
ment tax credit of $2,108,000, due to 
these higher capital expenditures in 
1977, had a positive influence on 
net earnings. 

Manufacturing output grew 14% in 
1977 and represented approximately 
$300 million of total Jewel Com¬ 
panies’ sales. 

Mexican Earnings 
Although the 60% decline in Jewel’s 
equity in the earnings of Aurrera may 
seem disappointing on the surface, 
the full story is not told by reporting 
the results as required by accounting 
standards. In pesos, Aurrera sales 
increased 31%, but earnings decreased 
7% during the time period of Jewel’s 
fiscal years. 


Almost half of the unfavorable year- 
to-year comparison of the contribu¬ 
tion from Aurrera relates to an unusual 
addition of $.29 per share to the 
previous year’s earnings. This addi¬ 
tion was caused by foreign currency 
exchange translation of balance sheet 
items at the time of a major peso 
devaluation in 1976. The rest of the 
decline results from lower peso values 
in 1977 (4.1C during Jewel’s fiscal 

1977 as compared to 6.3C in fiscal 
1976) and from a one-time change in 
timing of our reporting of Aurrera 
results. This timing change was de¬ 
signed to facilitate Jewel’s fiscal year- 
end closing. This change has the 
effect of including only 11 Aurrera 
months in Jewel’s fiscal 1977. A more 
detailed description of Jewel’s invest¬ 
ment in Aurrera begins on page 18. 

The Turn*Style Decision 
Jewel’s 1976 Annual Report referred 
to a major review of Jewel’s existing 
strengths and weaknesses. It described 
some of the assessments which were 
being made as a result of internal and 
external analysis. During 1977, teams 
of people within each of the Jewel 
companies worked in concert with a 
corporate team which included the 
Chairman and President. These people 
devoted considerable time to an inten¬ 
sive examination of the Company’s 
current businesses and future directions. 

A major result of this analysis to date 
was tire announcement on March 7, 

1978 that Jewel and The May Depart¬ 
ment Stores Company had reached an 
agreement in principle under which 
substantially all the assets of Jewel's 
22 Turn*Stvle self-service department 
stores would be sold for cash to May- 
effective not later than June 1, 1978. 
The May Co. will assume lease 
obligations for 19 stores, while our 
Company will maintain least's on two 
locations in Chicago which are being 
converted to othet Jewel uses. One 
other location will be disposed of. 
Jewel will incur certain costs ielated 
to this transaction, and the costs 
which could be identified, amounting 
to S.38 per share, were reserved on the 
Company’s books as part of its 1977 
fiscal year closing. 
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Jewel has operated Turn*Style stores 
since 1962 when it acquired five stores 
in Boston which have since been con¬ 
verted to Osco drug stores. While the 
Turn*Style division has been profit¬ 
able in all but two of the last 10 
years, it was not profitable in 1977 
and its return on investment has 
not been satisfactory. The Venture 
Division of the May Company is 
a particularly attractive purchaser 
because, like Turn # Style, it operates 
the quality of store with which 
Jewel’s supermarkets will be proud to 
share locations. Further, it is expected 
that Venture will offer excellent career 
opportunities to many Tum*Style people. 

The agreement to sell Turn*Style 
reduces the demand on future Jewel 
capital to remodel and add new units 
and frees up approximately $18,000,000 
of capital currently invested in 
Turn*Style. In addition, the May 
Company assumes lease obligations 
with present values of $35,000,000. 

Financial Strength 
Although the 1977 operating results 
were considerably less than we ex¬ 
pected, the Company’s balance sheet 
was further strengthened as planned. 
Inventories in relationship to sales 
and the ratio of payables to inventory 
dollars both improved. Receivables 
were reduced. Further influenced by a 
$50 million long-term loan during 
the year, cash and marketable securi¬ 
ties at year end increased $27 million. 
The Company’s year-end debt-equity 
ratio exclusive of real estate affiliates 
continues to remain favorable at 
25.5% in 1977 compared with 23.5% in 
1976 and 25.5% in 1975. $71 million 
was invested in new stores and ware¬ 
houses as well as store enlargements 
and remodeling to keep our existing 
facilities up to date. 


Director and Management Changes 
Franklin J. Lunding joined Jewel in 
1931 and in June 1977 retired as a 
Director of the Company. In these 46 
years of sendee to Jewel, he contri¬ 
buted brilliantly to the diversification 
of the Company, to the well being of 
its people, and to the philosophic 
foundation which serves us so well. 

On December 31, 1977, Howard O. 
Wagnei retired as Chairman of the 
Finance Committee and as a Director. 
Mr. Wagner contributed 38 years of 
outstanding service to the Company, 
gaining for himself a reputation as a 
distinguished financial executive and 
for Jewel a record of sound financial 
management. Lawrence Howe, the 
Company’s General Counsel, suc¬ 
ceeded Mr. Wagner as Chief Financial 
Officer and accordingly was elected 
Executive Vice President, Finance 
and Law. 

On January 1, 1978, Richard E. 

George moved from Executive Vice 
President, Finance to Executive Vice 
President, Operations, Osco Drug, 

Inc. Mr. George is a highly talented 
young manager whose range of abili¬ 
ties is illustrated by this important 
change in assignment. 

At the December 1977 Board of 
Directors meeting, three corporate 
vice presidents were elected: Lawrence 
J. Fernstrom, Jr., in charge of infor¬ 
mation systems; Charles E. McClellan, 
who is responsible for the corporate 
tax department; and Jo H. Armstrong, 
who has responsibilities for various 
operations including White Hen 
Pantry and Brigham’s. Robeit G. 
Robertson, formerly Vice President 
and General Manager of White Hen 
Pantry, was appointed President of 
that company, replacing Mr. Armstrong. 

Two non-management Directors were 
elected by the Board during the year. 
On June 15, 1977, Rcbert W. Reneker 
was elected. Mr. Reneker retired in 
June 1977 as Chief Executive Officer 
of Esmark and currently serves as 
Chairman of the Board of Trustees, 
University of Chicago. James E. 

Olson, Executive Vice President of 
American Telephone & Telegraph 
Co., was elected to our Board on 
December 19, 1977. 


Perspective 

Over the past four years we have been 
concerned that the outstanding efforts 
of Jewel people have not produced 
total results commensurate with their 
contributions. Supermarket price 
wars, the impact of the Mexican peso 
devaluation, continued losses in 
Indianapolis and Milwaukee, and 
declining results and more recently 
losses in Turn*Style have provided a 
series of events greater than could be 
offset by the progress of other opera¬ 
tions. Thus, our composite earnings 
from operations have been flat. As 
trying as these events have been, nevet 
during this difficult period have we 
had anything but admiration for the 
ability, the dedication and the service 
orientation of all Jewel people. 

We’ve lost a few years of the type of 
earnings growth we expect, but with 
solutions to several key problems, 
paiticularly in 1977, we are confident 
that 1978 and beyond will be good 
years of earnings progress for Jewel 
shareholders and Jewel people. 



D. S. Perkins 
Chairman 


W. R. Christopherson 
President 
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■ Walter Y. Elisha 
President 


Each year brings new challenges 
and opportunities, and 1977 was no 
exception. Jewel people anticipated, 
planned and implemented in a 
manner that served Jewel customers 
well, resulting in record sales and 
substantially improved earnings. 

At the outset of the fiscal year, we 
changed our store supervisory organi¬ 
zation. Our purpose: to simplify the 
reporting relationships; to bring 
added help and support to store 
management; to emphasize store 
performance and customer service; 
and to manage expense dollars 
more carefully. 


Focus on the Basics 
Out of these organizational decisions 
and changes grew a theme: “Focus on 
the Basics,” and much of what we 
accomplished in our stores this year 
can be described as “basic.” 

• Farm Stand University 
This approach to training 
involved all store people and 
supervisors responsible for the 
marketing of fresh fruits and 
vegetables. Each attended a 
series of classes based on 
updated Jewel policies and 
gained clear, basic, practical 
knowledge of the variety of 
products they worked with and 
their care. 

. Food Store Sanitation 
Our quality assurance and 
training teams worked with the 
Food Marketing Institute and 
with Federal, state and local 
agencies. They developed a 
streamlined program for re¬ 
emphasizing basic sanitation 
and food handling principles 
and practices. Almost 500 Jewel 
Food Store people have com¬ 
pleted this course. Those in 
Illinois received food service 
sanitation certificates from the 
Illinois Department of Public 
Health. 

• Meat Departments 

In Chicago, changes in union 
work rules allowed the sale of 
fresh meat after 6:00 p.m. and 
on Sundays for the first time in 
25 years. Our meat department 
merchandising and supervisory 
teams used this as an opportun¬ 
ity to stress the basics. . .new 
plan-o-grams for display cases, 
retraining on Jewel’s famous 
Extra Value Trim, more variety 
than ever, and a major meat 
department campaign: “When 
you know meat.. .you know it’s 
best at Jewel.” Results are 
gratifying. 


• Inventory Control 

We undertook a major effort in 
1977 to be better managers of 
our inventories in all depart¬ 
ments. An Inventory Task 
Force was established, its mem¬ 
bership drawn from all areas of 
our business. An Inventory 
Investment Manager has been 
assigned, and a sharp reduction 
in outside inventories and in 
the use of outside facilities has 
resulted. We ended the year well 
below our budgeted inventory 
levels, without compromising 
variety or availability. 

Watching the Horizon 
Jewel people long have had a 
reputation for innovation, and 
they enhanced this reputation in 
1977. Two major merchandising 
thrusts were: 

• Farm Stand 

Initiated during 1976 and fully 
implemented during 1977, 
Farm Stand represents the bulk 
display of fresh fruits and 
vegetables at a time when 
nearly all sell these items 
prepackaged. We believe our 
customer wants to select her 
own produce and the quantity 
rather than be limited to 
prepack items. Sales results 
suggest quite strongly that our 
customers appreciate Farm Stand. 

• Generic Product 

Much has been said and written 
about Jewel’s introduction of 
generic labeling. National 
media coverage has tended to 
glamorize a product offering so 
basic that it played almost a 
symbolic role in Jewel’s 1977 
attention to “the little things.” 
Generic represents our 
commitment to constantly seek 
new ways to bring our 
customers greater value. We 
ended the year with 95 
“no-name” items available in 
112 of our stores. 
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Other Highlights 
» We opened seven new stores, 
remodeled six and enlarged six, 
while closing 13 outmoded 


We opened a new perishable 
terminal, adding to our variety 
offering while reducing 
product costs. 

We completed the shift from 
gasoline to diesel semi-tractors, 
reducing our costs while 
increasing our miles per 
gallon. Jewel Food Stores 
operates 300 tractors as part of 
our distribution fleet. 

We experienced strong gains in 
identical store sales, notably in 
the Chicago suburban areas. 

We achieved record sales and 
earnings from our manufactur¬ 
ing facilities. 

'hough still below the level that we 
.elieve they should be, our earnings 



“Focus on the Basics” stressed a 
reemphasis on E\tra Value Trim through 
a major meat department campaign: 
“When you know meat, you know it's 
best at Jewel!" 

increased 38". Margins are returning 
to more appropriate levels following 
the disruption of the 1975 Chicago 
Price War. At the same time, in¬ 
creased costs, notably in energy, pay¬ 
roll, taxes and insurance, suggest that 
margin levels will continue to 
be pressured. 

We are pleased with the accomplish¬ 
ments of Jewel people in 1977. Their 
energy, ability and creativity are 
reflected in our results and give us 
good reason to be confident about 
the future. 


Applying supermarket techniques to live 
growing things has resulted in a thriving 
floral business done at m-store shops. 
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Eisner Food Stores operates manu¬ 
facturing facilities, conventional super¬ 
markets, Big “E” Warehouse Foods 
and the Eisner Wholesale Division. 


Eisner operates nine Big “E" Warehouse Food Stores. Eight are located in Indianapolis 
and one in Springfield, Illinois. 


The Year in Review 
During 1977, supermarkets were 
opened in Normal and Rantoul, 
Illinois. These two new stores 
replaced three outdated facilities. A 
substantial enlargement and upgrad¬ 
ing of the Bloomington, Indiana store 
was completed during the year with 
favorable results. A small supermarket 
in Clinton, Illinois was sold and is 
now a profitable account being served 
through the Eisner Wholesale Division. 

Store improvement activity will con¬ 
tinue during 1978 with one new unit 
and two major remodels scheduled for 
completion by year end. All of these 
will be with Osco. 

Eisner Bakery 

The Eisner bakery operations pro¬ 
duced another successful year. Total 
shipments to Eisner stores and Agency 
accounts, and to those Jewel Food 
Stores served, increased by 7.1% dur¬ 
ing 1977. Market positioning for the 
future is even more significant. Pro¬ 
duct lines were expanded; new market 
opportunities were explored; and a 
new oven is scheduled for installation 
in early 1978. The outlook for profit¬ 
able bakery manufacturing opportu¬ 
nities is good. 

Big “E” Warehouse Food Stores 
During the past two years, Eisner 
people have developed their concept 
of the limited-line, no-frills “ware¬ 
house” food store. Basic to the con¬ 
cept is the reduction or elimination of 



Etsner’s Wholesale Division serves 50 
accounts m Illinois and Indiana. 


operating overhead. As a result, cus¬ 
tomers find consistent everyday prices 
from 10% to 40% below the regular 
prices of similar items in a conven¬ 
tional store. The lower price structure 
is a function of greater productivity 
through reduced variety, limited store 
hours and the discontinuance of 
many traditional services, including 
check cashing, parceling and carryout. 

Late in 1976, three Eisner super¬ 
markets in Indianapolis were tempo¬ 
rarily closed and reopened as Big “E” 
Warehouse Food Stores. This achieved 
a major market differentiation for 
Eisner in the highly competitive 
Indianapolis marketplace. Respond¬ 
ing to positive consumer acceptance 
of this marketing concept, five 
remaining Eisrer-Osco combination 
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A complete line of breads, rolls, cakes and 
sweet goods are featured in Eisner in-store 
bakeries. 


units were converted to Big ‘‘E”-Osco 
side-by-side stores in August 1977. 
These conversion costs and the radical 
change in concept significantly 
impacted 1977 profit results. 

With one older and smaller unit 
located in Springfield, Illinois con¬ 
verted to a Big “E” in December 1976, 
Eisner now operates nine of its 32 
corporate stores under this marketing 
formal. Big “E” offers food shoppers 
the attractive choice of less variety 
and service in fa\or of lower prices. 

Eisner Wholesale Division 
The Eisner Wholesale Division, 
which has shown consistent growth 
since its inception in 1963, completed 
another successful year and accounted 
for 18.1% of total Eisner sales during 
1977. Fifty Eisner Agency or Star 
Market stores are served in Illinois 
and Indiana. The average wholesale 
account increased sales per week per 
store by 10.2% over 1976. Development 
of new stores and new territories is 
expected to proceed at an accelerated 
rate during the coming year. 



Star experienced another year of 
healthy growth in 1977. Continued 
effort to be the quality leader has 
helped Star surpass budgeted sales 
and earnings. Although gains were 
made throughout the organization, 
performances in Rhode Island 
and New Hampshire were particu¬ 
larly encouraging. 

Energies were directed to increasing 
volume in all stores. Improvements 
were made through better advertising 
and promotional programs and 
through reinforcement of our new 
company logo and identity. Star also 
strengthened its private label pro¬ 
gram, introduced generic, “no-name” 
products, and converted two stores to 
the warehouse format. 

Capital investment was made primar¬ 
ily in existing facilities, including 
remodeling in three stores and minor 
remodeling in several others. One 
store was opened in Rhode Island; 
one closed in Massachusetts. 

Innovations 

Star received national media recogni¬ 
tion from us introduction of no-name 
generic products, a first in New 
England. The first "Family Center” 
opened in Pawtucket, Rhode Island. 

It is the largest supermarket in Rhode 
Island and a joint Star/Osco manage¬ 
ment effort. Two Massachusetts units 
were converted to the warehouse for¬ 
mat under the name “Massfood Stores.” 



During 1977, Star strengthened its quality 
leader reputation with a tu/upaign 
emphasizing "Person-to-Person Meat 
Servile." 



tradition with Boston shoppers. 


Service to the Customer 
Star Markets initiated an in-store 
circular program, offering customers 
a preview of next week’s specials. The 
Star “Person-to-Person Meat Service” 
campaign began in 1977, and Star 
w’as the first in New England to offer 
an in-store system of verification for 
check cashing. 

People 

During a record Christmas week, man¬ 
agement and office people contributed 
106 man-days to customer service in the 
stores. In 1977, 84 people were promo¬ 
ted to management positions, includ¬ 
ing 22 women and minorities. 
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Major remodeling throughout the year featured the new Star logo in all department decor. 



Introduction of generic, “no-name" 
products was a first for Star in New 
England. 
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Sales/Marketing Developments 

• The Star “Red Sox Home Run 
Sweepstakes” shared the 
excitement of the greatest Red 
Sox home run season in 
history. Over 11 million 
entered the Sweepstakes. 

• Localized marketing plans en¬ 
abled the company to better 
serve our ethnic customers. 

. Special merchandising pro¬ 
grams were developed for the 
New Hampshire market. 

• Increasing costs and resulting 
obsolescence of plant and 
equipment caused the closing 
of the Dorothy Muriel Bakery. 
Comparable bakery products 
are now being manufactured 
exclusively for Star by an 
outside supplier. 

• Three stores received major 
remodeling with an in-store 
Bake Shop added to each. 

• Approximately 100 items were 
added to Star’s private label 
program, bringing the total to 
600 items. 

• Private label sales campaigns 
strengthened customer accep¬ 
tance of the program. 

. The new logo won a “Design of 
the Year” award from the National 
Fleet Owners Magazine. 

Outlook 

In 1978, Star's efforts will concentrate 
on building internally. No new stores 
are planned, but five existing facilities 
will be remodeled. The new company 
identity program will continue 
through use of the logo in remodel¬ 
ing and through strengthening of the 
private label program. 

Star expects the generic, no-name line 
to continue to draw customer support. 
Plans include the addition of selected 
high-volume items to the line. 
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Buttrey Food Stores in 1977 achieved 
I;s eighth straight year of increased 
sales and earnings. Identical unit sales 
gained steadily throughout the year, 
finishing the year 8.4% ahead of 
1976 results. 

ixpansion for the year was 
concentrated in the energy-rich 
J owder River Basin coalfield. This 
area extends from eastern Montana 
hrough northeastern Wyoming and 
into western South Dakota. Buttrey 
'oods opened four new stores in this 
area during 1977. 

The Laramie, Wyoming store opened 
°s a food/general merchandise Buttrey 
Super Store. The other three stores 
were in combination with Osco Drug: 
Cheyenne and Gillette, Wyoming and 
Billings, Montana. These four new 
stores increased Buttrey Foods’ overall 
square footage by 10%. 

The Buttrey-Osco combination has 
proved to have the drawing power 
that ensures early success in new 
markets. In joint venture locations, 
both Osco and Buttrey work together 
bring the customer the best each 
has to offer. Store layout allows each 
company to maintain a separate 
image, while the customer retains the 
convenience of one-stop shopping. 




Buttrey Foods' produce departments 
receive weekly delivery from Buttrey's 
consolidation terminal in 
Salinas , California. 


management people based in Great 
Falls, Montana spend much of their 
time maintaining frequent, face-to- 
face contact with store people, the 
distances involved still require 
decentralized store management. 



In-store bakeries have helped Buttrey 
Food Stores establish a reputation for 
quality baked goods. 


Buttrey Foods’ in-store bakeries 
continue to be strong contributors to 
profits. Over the years, in-store 
bakeries have established for the 
company a reputation for both 
quality baked goods and for a distinc¬ 
tive store image. The “neighborhood 
bakery” is in 41 of its supermarkets. 


Another ingredient of new market 
success is Buttrey’s emphasis on store- 
level responsibility with a minimum 
f field supervision. Although Buttrey 


Buttrey Foods, now 47 stores in seven 
states, looks forward to another good 
year in 1978. Two new stores are 
planned for existing markets in the 
intermountain area. 
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General merchandise consolidated 
operating earnings declined 16.5% in 
1977. While Osco Drug stores 
improved modestly, Turn*Style stores 
experienced a net loss for the year. 

Osco Drug Stores 
Osco Drug stores, the largest of 
Jewel’s general merchandise retail 
businesses, achieved record high sales 
and earnings. Trailing 1976 for the 
first half year, drug store earnings 
accelerated to finish ahead of last year 
on a 9.9% sales increase. Sales in 
identical units increased 4.4%. 

Drug store start-up costs were higher 
for the 34 new, relocated and 
remodeled stores in 1977 compared 
to 19 such stores in 1976. In Boston, 
merchandise close-out, equipment 
write-offs and other expenses were 
required to close one former 
Turn*Style and convert a second from 
a discount store to a 14,463 sq. ft. 
drug store. Now, all of the former 
New England Turn‘Styles are consis¬ 
tent with our drug store program. 

While drug store gross margins were 
up, sales gains narrowed in December 
and January. In 1976, an aggressive 
merchandising response to the citizens 
band radio craze added significantly 
to sales during and after Christmas. 
Comparisons this year suffered from a 
lack of similar sales and from the 
unusually severe winter weather 
experienced in January 1978. 



Osro's third store in Springfield, Illinois opened early spring 1977. New mall stores in 
medium-sized communities are an important part of the 130-store 4-year Osco Drug 
growth program. 



The cosmetic and card sections are key 
merchandising presentations in an Osco 
Drug store. 


Turn*Style Discount Stores 
Turn*Style experienced a difficult 
year in 1977. With intensified com¬ 
petition, sales declined 2.6% from the 
prior year despite added sales from 
one new Chicago store which opened 
early in the year. Sales in this store 
did not meet expectations. Conversion 
of Indianapolis Turn*Style stores to 
drug stores also reduced earnings. (See 
“New Directions in Indianapolis” 
following.) 


Republic Lumber 
Operating results improved in our 
five Republic home improvement 
stores. Programs to reduce overhead 
and to strengthen store management 
teams early in the year began to show 
effect in the last half of 1977. Sales 
improved 11.9% over 1976. 

New Directions in Indianapolis 
Jewel Companies entered the 
Indianapolis market in 1970 with 
both food and general merchandise 
stores. Early in 1977, we decided that 
results required a change in strategy. 

The eight Indianapolis facilities were 
totally reconfigured to fit a new 
marketing approach. Beginning in 
July, the drug store portions of the 
five Eisner-Osco stores were com¬ 
pletely remodeled to improve their 
layouts and to enlarge the sales areas. 
The three Turn*Stvle stores were 
closed and remodeled into large drug 
stores. The remaining space was made 
available for other retailers. Excess 
space in two of the three former 
Turn*Stvle locations has been leased 
at rentals that cover costs. 
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This new Bultrey-Osco store 
fast-growing intermountain 


Cheyenne, Wyoming we 


of three combination stores opened in 1977 in the 


The eight facilities reopened in 
November as promotional drug stores 
with a single marketing format. Sales 
results since have exceeded expecta¬ 
tions. (Changes in the Eisner facilities 
and marketing approach are described 
on page 6.) 

Although write-offs, other costs and 
additional investment—as well as 
extraordinary time and effort on the 
part of all people involved—were 
required to accomplish changes in 
Indianapolis, our position in this 
market is now greatly enhanced. Real 
estate work has begun to secure 
additional locations that will expand 
drug store coverage in the market. 

Drug Store Growth 
In 1977, Osco accelerated its drug 
store growth program toward a plan 
to add 130 stores in the years 1977 
through 1980. This is a growth of 58% 
over the 1976 base. The greater share 
of new store capital is targeted for 
existing markets where additional 
stores will strengthen Osco’s position 
and build on reputation and market¬ 
ing cost bases already established. Of 
17 new drugstores in 1977, only three 
were in new markets. Eight new 
locations in 1977 were opened in 
conjunction with a Jewel, Eisner, Star 
or Buttrey food store. 


To support drug store growth plans, 
503 college trained men and women 
were recruited for our store manage¬ 
ment training programs during the 
year. Osco also hired 48 pharmacists, 
many of whom will later choose an 
Osco Drug management career. 

To further develop our management 
resources for Osco’s future, we strength¬ 
ened training programs offered 
through our 10 training centers in 
various parts of the country. We also 
launched an audio visual training 
program for use by store sales clerks 
as well as management trainees. 

Management Changes 
In January 1978, our store operations 
were reorganized into regional operat¬ 
ing divisions. This change will 
enhance our ability to blend our 
desirable decentralized operating 
approach with more consistent and 
unified merchandising and advertis¬ 
ing programs where appropriate. 

Other Highlights of 1977 

• The ratio of consolidated over¬ 
head expenses to sales was 
reduced for the third consecu¬ 
tive year. 

• The Crest Photo film process¬ 
ing plant was expanded by 
10,000 sq. ft. Crest earnings 
improved 63.3% over 1976. 


• The 271,000 sq. ft. hard goods 
distribution center received lay¬ 
out and operating systems 
revisions. This resulted in 
improved efficiency, through¬ 
put and store service. 

• A computer systems manager 
was hired and the EDP- . staff 
strengthened. This will up¬ 
grade capabilities with elec¬ 
tronic point of sale, electronic 
cash registers, distribution and 
other systems needs. 

• The chain celebrated its 40th 
anniversary. The first Osco 
opened on April 17, 1937 in 
Rochester, Minnesota. 

Growth Enhances Drug Store Outlook 
We are optimistic about the implica¬ 
tions of Osco’s growth program for 
the years ahead. Results of new stores 
opened in 1977 are exceeding expecta¬ 
tions, and these stores will become 
increasingly important contributors to 
sales and earnings. 

In 1978, 34 new stores and 10 major 
expansions are planned. New store 
activity will continue to focus on 
existing markets, and new market 
entries will be in smaller cities where 
adequate coverage ran be achieved 
with one or two stores. 
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Other 

Diversified 

Jewel 




Plan 

Brigham's 1977 1978 

Stores—beginning of ye;.: . 105 96 

Stores opened. — 1 

Stores dosed. 9 2 

Stores—end of year . 96 9B 

Total square feet (In thousands). 2X0 2HH 



Direct Marketing Division 
Routes—beginning of year 

Neiv routes opened . 

Routes dosed . 

Routes—end of year. 

Jewel T Stores 

Stores—beginning of year , 

New stores o|tenfd. 

Stores dosed.. 

Stores—end of year . 


Plan 

1977 1978 

1.371 1.301 

73 56 

1.301 1.215 


— II 

II 21 

11 35 


Total square feet (In thousands) 


78 250 




Other Operations 

1977 1976 


Sales. S203.379 S190.H5 

Percent to total Jewel sales. 6.2% 6.1% 

0|XTaiing Earnings. S 1.86!) S 7.725 

Percent to total Jewel operating earnings. 7.5% 12.1% 

Identifiable Assets: 

Jewel Companies. Inc. S 60.171 S 55.798 

Real estate affiliates. 1.018 1.051 

Total identifiable assets. 61.192 56.819 

Ijess current liabilities. 15,953 13.178 

Net assets. S 15.239 S 13.371 

Capital Expenditures (net). S 1.613 S 1.215 

Depreciation Expense. S 1.215 S 1.229 
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Sales 

Brigham’s retail sales in 1977, includ¬ 
ing franchise stores, increased by 1.7%. 
Identical store sales increased 5.6%. 

Brigham's New Direction: Franchising 
A franchising program was intro¬ 
duced in 1977, marking a dramatic 
shift in the manner in which 
Brigham’s does business. Instead of 
hiring store managers, Brigham’s is 
now advertising for owner/operators. 

Brigham’s primary aim is to find the 
most highly qualified owner for each 
store. Emphasis has been placed on 
evaluating each applicant’s operating 
abilities, the goal being to find the 
people who gain personal satisfaction 
from meeting and serving others 
while personally operating their 
own businesses. 

Brigham’s and the owner each contri¬ 
bute to the partnership. Brigham’s 
provides much of the administration 
and support services, so the owner is 
able to devote his or her time to 
operating and developing the business 
on a day-to-day basis. Improving 
customer service and maintaining 
Brigham’s reputation for high-quality 
products are key aspects of the 
owner’s responsibilities. 

Each owner candidate completes an 
orientation program to understand 
operating systems and standards, pro¬ 
duct preparation and presentation 
and sanitation and housekeeping 
policies. Successful completion of the 
program is a prerequisite to owner¬ 
ship. After training, Store Counselors 
work closely with owners to support 
and reinforce what was learned. 
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John Marchesseault, Vice President of 
Franchising (left) and Enzo Rotaton, 
Store Counselor (far right) welcome Jack 
and Barbara Kupehuck to the Brigham’s 
family. 


Between June and the end of the 
fiscal year, 27 Brigham’s locations 
were franchised. The speed with 
which these units were franchised 
supports the decision that Brigham’s 
has an attractive franchise to offer. 

Progress to date indicates that the 
increased proprietary interest of fran¬ 
chising adds to Brigham’s profit¬ 
ability. Plans call for Brigham’s to 
continue to franchise its Sandwich 
Shops during the next fiscal year. 



Jewel Home Shopping Service 
Park Corporation 
Jewel T Discount Stores 


„ Betty M. McFadden 
'* President 


The Jewel Home Shopping Service, 
now in its 79th year of operation, 
completed its 57th consecutive year 
of profitability. It serves one-half 
million customers in 40 states. Each 
salesperson serves about 400 accounts. 

In the last few years, company objec¬ 
tives have been to limit reliance on 
consumer credit, moving more to a 
cash business, and to consolidate 
route count while achieving higher 
productivity levels per route. 

The development of toy and gift 
parties has helped achieve these objec¬ 
tives. Because these party programs 
have met with success, a jewelry party 
program has been developed for spring 
of 1978. Party-plan selling continues 
to be a good growth opportunity. 

Prior to 1971, the Park Corporation 
was primarily a manufacturer and 
packager for the Jewel Home Shop¬ 
ping Service and other Jewel compa¬ 
nies. During the past six years, Park 
has developed a group of private label 
products, including coffee, tea, instant 
orange breakfast drink, baking mixes, 
baking soda, dishwashing and laun¬ 
dry detergents and cleaning helpers. 
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Park products are now sold to over 
475 companies, including many gro¬ 
cery chains and several large institu¬ 
tional users. Production volume is 
kept high through contract packaging 
with several leading food market¬ 
ing companies. 

While Park’s institutional business is 
primarily coffee, additional items have 
been developed, such as gelatin desserts, 
puddings, baking soda, powdered 
drink mixes and tea products. The 
institutional market—restaurants, 
hotels, hospitals and schools—is be¬ 
coming a major factor in the food 
industry. Park expects to share in that 
growth in the coming years. 

The first Jewel T limited-line dis¬ 
count grocery store opened in Florida 
in the spring of 1977. Through year 
end, ten additional stores opened in 
that market. These stores are designed 
to offer customers an opportunity to 
purchase basic dry grocery needs at 
appreciably lower prices. The stores 
eliminate all but the most essential 
services and utilize lower rent or 
“second-use” locations. 

These "no-frills” stores offer approxi¬ 
mately 400 non-perishable basic gro¬ 
cery items. They do not price mark 
each item, but rely on informative 
display signs and memory checking at 
the cash register. The stores offer no 
bags or carry-out service, cash no 
checks and present all merchandise in 
shipping cases. The labor cost to 
operate a Jewel T is a fraction of 
the labor cost needed in a conven¬ 
tional supermarket. 

The pricing policy of these stores 
is simple: over 400 items are on 
“special” all the time. Prices are 
changed up or down only when 
replacement purchases result in cost 
changes. Sales growth to date is 
encouraging. Positive customer reac¬ 
tion causes us to believe that this 
form of retailing can represent a new 
growth opportunity for the Direct 
Marketing Division. 




A jewelry program has been developed for 
party-plan selling in spring of 1978. 


The Jewel Home Shopping Service reaches 
one-half million customers in 40 states. 


Toy party selling has helped the Jewel 
Home Shopping Service achieve higher 
productivity per route. 
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The need for nutritionally well- 
balanced school lunches has been 
supported by Congress through the 
National School Lunch Act. Many of 
our nation’s schools located in central 
areas of major cities lack on-site food 
service facilities and are physically 
incapable of accommodating kitchens. 
Responding to this specific food service 
need, MFC was founded in 1969 on a 
concept of high-quality, frozen meals 
reconstituted in the schools using space¬ 
saving, high-speed convection ovens. 



In 1977, MFC achieved its seventh 
consecutive year of sales growth. MFC 
also added substantially to its food 
preparation capacity by acquiring a 
portion-controlled food assembly 
plant near Scranton, Pennsylvania. 
Coupled with the MFC-Elk Grove 
Village kitchens, this new facility 
expands MFC’s capabilities to more 
efficiently serve school systems in the 
Mid-Atlantic and New England areas. 

During the year, MFC also pioneered 
student opinion surveys and taste tests 
with elementary school children to 
better understand the likes and dis¬ 
likes of its young customers. 

MFC prepares lunches for thousands 
of youngsters with speed and effi¬ 
ciency. However, a commitment to a 
philosophy of care and concern for 
children dominates operating policies 
and practices. Subject to continuous 
on-site inspection by the United States 
Department of Agriculture, strict 
specifications are diligently adhered 
to for all food products used in MFC 
lunches. Production kitchens are 
staffed by professional food technol¬ 
ogists, microbiologists and food 
chemists who implement sophisti¬ 
cated quality control procedures. 

MFC expects continued growth in 
1978. The challenge remains the same: 
providing children with good nutrition 
and enjoyable lunchtime experiences 
at prices taxpayers can afford. 



Production kitchens are staffed by 
professional food technologists, micro¬ 
biologists and food chemists. 



MFC pioneered taste tests to better under¬ 
stand the likes and dislikes of its young 
< ustomers. 
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For White Hen Pantry, 1977 was a 
year of record progress and accom¬ 
plishment. Both the company and its 
franchised owner/operators prospered. 

"Partners in Progress” characterizes 
the relationship between the company 
and its owner/operators. Through 
this mutual commitment, White Hen 
Pantry successfully offers an excep¬ 
tional brand of convenience and ser¬ 
vice to busy customers. The partners 
share in the rewards of the business. 

Providing fast, "fill-in” shopping ser¬ 
vice at handy locations is what the 
convenience store business is all about. 
White Hen Pantry is respected as a 
pacesetter in this increasingly dynamic 
segment of the retailing industry. 

• In 1957, there were approxi¬ 
mately 500 convenience stores 
in the U.S. with total sales of 
575 million. 

• In 1977, there were approxi¬ 
mately 33,000 stores with more 
than 58 billion in sales. (At year 
end, there were more conve¬ 
nience stores in the U.S. than 
supermarkets.) 

. In 1980, it is estimated that there 
will be 37,000 convenience 
stores with over 510 billion in 
sales, representing 8°o of total 
retail foot! sales. 


With this growth pattern, White Hen 
Pantry’s prospects for the future are 
excellent, building on a firm founda¬ 
tion developed over the 13 years since 
the first store opened. Sound growth 
will be accomplished essentially 
through the continued expansion of 
existing markets. White Hen also sees 
growth opportunities in the acquisi¬ 
tion of compatible convenience store 
operations and in the licensing of the 
White Hen Pantry program to new 
markets not presently served. 

The “Partners in Progress” commit¬ 
ment begins with individual family 
ownership operating each store. 
Qualified individuals can go into 
business for themselves with an 
investment of approximately 520,000, 
a portion of which can be financed 
over the initial three-year term of the 
agreement. About three-quarters of 
the money is for store inventory. The 
remaining money is divided between 
a security deposit, a processing fee 
and other nominal fees for licenses 
and supplies. The current investment 
return is a “guaranteed store income" 
of 524,000 a year. The operator can 
build on this profit base according to 
his or her own ability by working 
closely with the White Hen Pantry 
staff. During 1977, owner/operators 
averaged nearly 529,000 in earnings. 
Some exceeded 560,000. 

White Hen Pantry receives a percent¬ 
age of stole sales revenue. In turn, it 
provides a fully equipped and stocked 
store as well as training and ongoing 
business counseling for the owner/ 
operators. In addition, White Hen 
Pantry pays the rent for the building 
and handles and covers the expenses 
for all advertising, merchandising, 
accounting services and business 
insurance for the owner. A group 
insurance plan is available to owner 
operators on an optional basis. 

White Hen Pantry’s primary' concern 
is with the success of the owner.' 
operators. Guiding them toward a 
successful and growing enterprise 
ensures Jewel a healthy return from 
its own investment and efforts. 



The “Partners in Progress” commitment 
is carried out through store counselors 
who proinde ongoing business counseling 
for the owner'operators. 



The main objective of the White Hen 
Pantry business is to provide fast, "fill-in” 
shopping sennce at convenient locations. 
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Aurrera, Si. 



The shop concept is used to merchandise 
many products in Aurrera’s 46 self-service 
discount stores. 


Aurrera, S.A., Mexico’s largest pub¬ 
licly owned retailer, represents a 
major investment for Jewel. Aurrera 
operates three successful subsidi¬ 
ary companies: 

. Almacenes Aurrera, with super¬ 
markets and combination food/ 
general merchandise self-service 
discount stores. 

• Vips, family-style restaurants. 

• Suburbia, fashion apparel for 
the family. 

The subsidiary companies of Aurrera 
employ over 11,500 people and distri¬ 
bute the products of over 6,000 manu¬ 
facturers, distributors and agricultural 
producers in Mexico. Only a small 
portion of sales are imported products. 

The Aurrera organization serves all 
socioeconomic classes. Though its 
units are located mostly within metro¬ 
politan Mexico City and the Federal 
District, Aurrera has discount stores 
in Puebla, Toluca and Cuernavaca, 
and restuarants in Acapulco 
and Toluca. 

The leadership of Aurrera in every 
aspect of food and general merchan¬ 
dise retailing has been the key to its 
remarkable growth from one store in 
1957 to its position of prominence 
today. From the development of the 
highly successful Gran Bazar hyper¬ 
market in Mexico City to the highly 
disciplined operation of restaurants, 
Aurrera people excel and Mexican 
customers respond. Jewel is proud to 
be associated with a company which 
has the achievements and reputation 
of Aurrera. 

Commenting in their Annual Report 
on Aurrera’s fiscal year ending July 
31, 1977, Mr. Jeronimo Arango, Jr., 
President of the Board of Direc¬ 
tors, said: 

“In the last fiscal year, the 
country has confronted a severe 
and complex economic situa¬ 
tion in which managerial 
capacity and initiative have 
been put to the test. 


“In response to that economic 
challenge, Aurrera has strength¬ 
ened the thrust of its expansion 
by investing 290 million pesos 
(approximately $16.2 million) 
in extending its customer 
service network and in the 
creation of 900 new jobs. 

"In the same manner, Aurrera 
has taken the initiative in the 
market by adopting, as of the 
second half of the month of 
April, 1977, an aggressive 
discount pricing policy in its 
self-service units. 

“The consolidated financial 
statements of the Aurrera 
organization, for the fiscal year 
1976/1977, show positive re¬ 
sults, if the severe economic 
crisis facing our country is 
taken into consideration. Total 
sales of goods and services 
increased 39% over the last year 
and were in excess of 7.3 billion 
pesos (approximately $358 
million) for the year. 

“In a highly inflationary per¬ 
iod, with considerable increases 
in the cost of materials, services 
and personnel and, most of all, 
with the reduction in the gross 
margins of our operations in 
the self-service areas, we have 
achieved better results than in 
the prior year and obtained net 
earnings of over 310 million 
pesos (approximately $14.3 
million).” 

Because Jewel's fiscal year ended on 
January 28, 1978 and Aurrera’s on 
July 31, 1977, Jewel’s reported earn¬ 
ings from Aurrera include the last 
half of Aurrera’s 1976-77 fiscal year 
and the first five months of its current 
1977-78 fiscal year. Aurrera results in 
its 1977-78 fiscal year have continued 
to show excellent improvement. From 
August 1 through December 31, sales 
increased by 45% over the same period 
in the prior year. Earnings in pesos 
during those months increased 19%. 
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The increase in sales has been spread throughout the company’s three 


major divisions. 

Sales _ Net Earnings 

Compound Growth for Last Last 

Fiscal Years Ending Latest Five Latest Five 

July 31, 1977 Year Years Year Years 

Self-Service Discount Stores. 38.8% 29.6% (3.7)% 21.6% 

Restaurants. 36.2 43.1 11.7 50.4 

Fashion Apparel Stores. 37.8 67.0 80.4 150.1 

Consolidated. 38.6 31.4 4.7 28.8 


Aurrera, S.A. has paid dividends on a regular basis since 1973. The dividend 
payments for each of the past two years have been 50% of the prior year’s 
annual earnings. 

Fiscal Earnings Dividends Per Share Paid From Earnings 

Year Per Share* Amount* % 

(Pesos) 

1972/73 l.H .41 31 

1973/74 1.79 .55 31 

1974/75 2.11 1.211 50 

1975/76 1.23 2.11 50 

1976/77 1.13 2.21 50 

•Adjusted in all periods for stork split in October 1977 mi reusing outstanding shares 
to 70.000,000. 

\h\i hides spriial dividend of 1^.99,990,000 dei hired in Oitobei 197s. 



As of January 28, 1978, Jewel owned 
31,634,538 Aurrera shares or 45.2% of 
the total shares outstanding. The 
shares of Aurrera have been trading 
on the Mexican Stock Exchange since 
December of 1976. On January 27. 

1978, the shares closed at 47 pesos 
(approximately S2.07) per share. 


In recent years. Mexico has been 
tested by many difficult economic 
challenges. The inner strength of the 
Mexican people and the stability of 
their government combined to meet 
those challenges. The confidence of 
the Mexican people is apparent today 
in their optimism about their future 
as an impoitant oil exporting nation 
as well as in their shopping for con¬ 
sumer goods. Accordingly, Aurrera's 
sales and profit expectations are high 
for the year ahead. 
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Management's Analysis nf Earnings 

Jewel Companies, Inc. 


1977 Compared to 1976 

Total sales increased 9.9% over 1976 due primarily to an 11.3% 
increase in the four supermarket companies. Sales in identical 
units increased 6.4% with the balance of the increase relating 
to new facilities. 

Cost of goods sold, which consists principally of product 
costs, increased at a proportionately slower rate than sales in 
the four supermarket companies. 

Selling, general and administrative expenses increased 12.4% 
reflecting continued upward cost pressures in excess of 
volume increases, particularly in promotional expense, direct 
store payroll, payroll taxes and retirement and profit shar¬ 
ing costs. 

Operating earnings increased 3.5%. Operating earnings for 
the Company’s supermarket division increased 24% with the 
principal gain relating to Jewel Food Stores. General mer¬ 
chandise operating earnings declined 16%, all of which was 
attributable to Turn # Style. Lower profits in the Direct 
Marketing Division and Mass Feeding Corporation, as well as 
start-up expenses for Jewel T limited-line discount grocery 
stores, respectively, impacted operating earnings from other 
operations. 

Interest expense of Jewel Companies, Inc. increased 5.6% 
reflecting increased interest rates on short-term and new long¬ 
term debt. Interest expense of the Company’s affiliated real 
estate corporations increased 8.2% primarily as a result of 
additional financings for new stores opened during the year. 

Income taxes decreased 30.8% reflecting lower domestic earn¬ 
ings in 1977 and an increase in investment tax credits of 
$2,108,000 resulting from higher capital expenditures. 

Earnings of U.S. companies decreased 8.5% from 1976, caused 
by losses on facility dispositions in the amount of $9,242,000 
recorded in 1977. These losses included a provision of 
$7,300,000 for the planned sale of substantially all of the assets 
of the Turn*Style stores to The May Department Stores 
Company and the closing of the Indianapolis Turn*Style 
stores and Star Market’s Dorothy Muriel Bakery. 

The Company’s equity in earnings and translation gains of 
Aurrera, S.A. decreased 60% in 1977 because of the impact of 
the devaluation of the Mexican peso on September 1, 1976. As 
a result. Jewel’s equity in Aurrera’s peso earnings was 
translated at an average rate of 4.1Cin 1977 as compared to 6.3C 
in 1976. In addition, the 1976 results were favorably impacted 
by gains resulting from the initial effect of the peso devalua¬ 
tion. 

Net earnings decreased 25.5% from 1976. In summary, moder¬ 
ately higher operating earnings were offset by a substantial 
increase in losses on facility dispositions and a significant 
decrease in the Company’s equity in earnings and translation 
gains of Aurrera, S.A. as discussed above. 


1976 Compared to 1975 

Sales increased 5.8% from 1975, with most of the increase 
coming from existing units. Net new area added was the 
lowest in over a decade. As price inflation abated, especially 
for meat products, more of the sales increases resulted from 
increased physical volume. Cost of goods sold increased 4.6% 
as gross margins improved from 1975’s depressed levels, 
especially in Jewel Food Stores. Chicago area supermarkets 
reverted to more customary forms of promotional competition 
during 1976. 

Selling, general and administrative expenses increased 10%. 
Payroll and benefit costs related principally to union wage 
agreements continued to increase at a faster rate than sales. 
Utility cost increases moderated compared to the two prior 
years as continued conseivation efforts mitigated continuing 
rate increases. 

Losses on facility dispositions in 1976 consist of the costs 
associated with closing the Brigham’s candy plant. 

Interest expense for Jewel Companies, Inc. decreased 15% after 
a 19% decrease in 1975 largely because of lower short-term 
interest rates. Interest expense incurred by the Company’s 
affiliated real estate corporations increased 6%. Repayments 
on existing real estate affiliate debt nearly matched new debt, 
but the average rate on these long-term obligations continued 
to move upward as the older, lower-cost loans mature. 

Compared to an increase in pre-tax U.S. earnings of 24%, the 
provision for income taxes increased 42% from 1975 when 
unusual factors cut the effective U.S. tax rate substantially. 
The investment tax credit was lower, both in dollars and as a 
percentage to pre-tax accounting earnings, and 1976 also did 
not benefit from the utilization of excess foreign tax credits. 

The Company’s equity in earnings of Aurrera, S.A. increased 
16% over 1975. The continued increases in peso earnings of 
this Mexican retailer did not entirely compensate for lower 
rates for foreign exchange conversion after September 1, and 
earnings recorded in the last half of the year were lower than 
1975. Aurrera has consistently and intentionally operated 
with more current and long-term liabilities than current 
assets; the equity in unrealized translation gains/losses result¬ 
ing from this net liability position is reflected in Jewel’s 
earnings. Jewel’s equity in these unrealized translation gains 
contributed 29C per share to net earnings in 1976; this item was 
not present in 1975. 

Net earnings increased 26% from 1975. In summary, partial 
recovery of Jewel Food Stores’ earnings from the depressed 
levels of 1975 and continued improvement in the earnings of 
Osco Drug, Turn*Style, Direct Marketing, Mass Feeding and 
White Hen Pantry added to U.S. earnings growth with Eisner, 
Star Markets and Brigham’s contributing less than in the prior 
year. The contribution to earnings from Aurrera was $ 1.05 per 
share compared to $.66 in 1975. 
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Summary if Significant Accounting Policies 


Principles Applied, in Consolidation 
The consolidated financial statements include the accounts of 
Jewel Companies, Inc., its wholly-owned subsidiaries and its 
affiliated real estate corporations. 

All significant intercompany transactions are eliminated. 
Inventories 

Inventories are valued at the lower of cost or market, with cost 
- being determined on a first-in, first-out or weighted average 
basis. 

Investment in Aurrera, S.A. 

The Company’s investment in Aurrera, S.A. (Mexico), -15.2% 
owned as of January 28, 1978 and 46.5% owned as of January 
29, 1977, is carried at cost plus equity in undistributed 
earnings since acquisition. 

The excess of cost over acquired net assets is not being 
amortized because in the opinion of management there has 
been no diminution in value. 

Translation of Foreign Currencies 
Property, plant and equipment and related depreciation are 
translated at the exchange rates in effect at the date these assets 
were acquired. All other assets and liabilities are translated at 
the rates of exchange in effect at the close of the period. 
Revenues and expenses are translated at the average monthly 
exchange rates which were in effect during the year, except for 
depreciation and amortization which are translated at the 
rates of exchange which were in effect when the respective 
assets were acquired. Dividends are translated at the rate of 
exchange in effect when received. Unrealized gains and losses 
from foreign currency translation are included in net earnings. 

Property, Plant and Equipment 

Property, plant and equipment are stated at cost. Depreciation 
is computed on the straight-line method for financial state¬ 
ment purposes and on accelerated methods for tax purposes. 
Leasehold improvements are amortized over the shorter of 
estimated physical life or the term of the lease. Useful lives 
approximate 37 years for buildings, 17 years for leasehold 
improvements, 10 years for equipment and 3-6 years for 
transportation equipment. 

The Company maintains its properties in good and service¬ 
able condition. The cost of maintenance and repairs which do 
not extend the life of the assets is charged against earnings 
while major enlargements, remodelings or improvements 
are capitalized. 


The cost of properly, plant and equipment iseliminated from 
the accounts at the time assets are sold or retired. Gains and 
losses on normal equipment dispositions are recorded in the 
accumulated depreciation account for the respective asset 
group. The cost of replacements is capitalized and depreciated 
over estimated useful lives. 

Income Taxes 

TheCompany recognizes investment tax credits as a reduction 
in Federal income tax expense in the year eligible equipment 
purchases are made. 

Other Deferred Liabilities 

Costs associated with the Company’s contingent compensa¬ 
tion plans and self-insurance program are charged against 
current earnings. The portion of such costs estimated to be 
payable in the ensuing year is included in Current Liabilities 
with the balance included in Other Deferred Liabilities. 

Pre-opening Costs 

The Company charges expenses incurred prior to the opening 
of a new retail unit or other facility against earnings as they 
are incurred, including interest and carrying costs on con¬ 
struction in progress and land held for future use. 

Profit Sharing and Retirement Costs 
A majority of the Company’s employees who meet service 
requirements are covered by profit sharing plans under which 
the Company makes annual contributions, determined by a 
formula related to earnings, to provide retirement benefits. 
The market value of these funds, whit h are held in trust apart 
from Company funds, was $273,000,000 at December 31, 1977 
and $268,000,000 at December 31, 1976. Retirement benefits 
are based on each participant’s share of the trust funds. There 
are no unfunded liabilities under these plans. Pursuant to 
collective bargaining agreements the Company makes pay¬ 
ments to industry pension plans for the purpose of providing 
retirement benefits to other employees. 
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Statnnts of Earrings 

Jewel Companies, Inc. 


52 Weeks Ended Jan. 28, 

_ 1978 

(In thousands except per share figures) 

Sales. J3.277.742 

Cost of Doing Business: 

Cost of goods sold. 2,580,499 

Selling, general and administrative expenses. 636,071 

3,216,570 

Operating Earnings. 61,172 

Losses on Facility Dispositions. (9,242) 

Interest Income. 781 

Interest Expense: 

Jewel Companies, Inc.. (8,599) 

Real estate affiliates. (10,523) 

Earnings of U.S. Companies Before Income 

Taxes. 33,589 

Income Taxes. 11,528 

Earnings of U.S. Companies. 22.061 

Equity in Aurrera, S.A.: 

Earnings. 1.786 

Unrealized gain on foreign 

currency translation. 103 

Net Earnings. S 26,950 

Earnings per Average Common Share 
Outstanding: 

Earnings of U.S. Companies. $ 1.90 

Equity in Aurrera, S.A.: 

Earnings. .11 

Unrealized gain on foreign currency 

translation. ^ 

Net Earnings. J 2.32 

Stateaeits if letaiied Earrings 

Balance. Beginning of Year. S 237,802 

Net Earnings. 26,950 

Cash Dividends Declared: 

Preferred stock—S3.75 per share. (50) 

Common stock—51-30 per share in 1977; 

51-275 in 1976. (15,066) 

Balance. End of Year. S 219,636 


The accompanying notes and summary of significant accounting policies 
are an integral part of the financial statements. 


Jan. 29. 
1977 


$2,981,429 

2,356.611 

565,731 

2,922,342 

59,087 

(1.289) 

836 


(8.143) 

(9,725) 

40.766 

16,657 

21,109 

8,747 

3,309 
5 36,165 


S 2.09 

.76 

_-29 

S 3.14 


5 216.370 
36.165 

(52; 

(11,681; 
5 237,802 
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Jewel Companies, Inc. 


Jan. 28. 

_ 1978 

(In thousands) 


Assets 

Current Assets: 

Cash. S 26.893 

Short-term investments. 32.848 

Accounts receivable. less allowances 

($2,364,000 and $1,959,000, respectively). 34,131 

Inventories. 257,435 

Prepaid expenses and supplies. 11,436 

Total current assets. 362,713 

Investment in Aurrera. S.A. 47,169 

Other Assets. 4,256 

Property. Plant and Equipment, net: 

Jewel Companies. Inc.. 291.637 

Real estate affiliates. 174,813 

Total property, plant and equipment. 466,150 

$880,618 

Liabilities and Shareholders' Equity 
Current Liabilities: 

Accounts payable. SI09,423 

Payrolls and other accrued expenses. 115.567 

Income taxes payable. 4,525 

Current maturities of long-term debt: 

jewel Companies. Inc.. 5.318 

Real estate affiliates. 7.010 

Total current liabilities. 241.843 

Ijong-Term Debt, less current maturities: 

Jewel Companies. Inc. 109.899 

Real estate affiliates. 126.511 

Deferred Income Taxes.*. 47.982 

Other Deferred Liabilities. 18,141 

Shareholders' Equity: 

Preferred stock—3-3 l”® cumulative S100 par 
value—authorized and issued 16,500 shares 

at January 28, 1978 . 1,650 

Common stock—$1 par value—authorized 
25.000.000 shares, issued 11.600.900 shares 

at January 28. 1978 . 85.150 

Retained earnings. 249,636 

Treasury stork, at cost. (194 ) 

Total shareholders* equity. 336,242 


S880.618 


The accompanying notes and summary of significant accounting policies 
are an integral part of the financial statements. 


Jan. 29. 
1977 


S 24,092 
8.582 

34,350 

239.806 

11,166 

317,996 

46.210 

3,526 

278,808 
165,128 
443,936 
S811,668 


$100,547 

95,841 

11.135 

5.144 

6.738 

219.405 

93.874 

118.922 

43.182 

13.099 


1.650 


83.892 
237.802 
(158) 
323.186 
S811.668 
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Stateinarts if Clares in Hnaecial Position 

Jewel Companies, Inc. 


52 Weeks Ended 

Jan. 28. 

Jan. 29. 


1978 

1977 

1In thousands) 



Source of Funds— 



From operations: 



Net earnings. 

Charges and (credits) not affecting funds: 

.. $ 26,950 

$ 36,165 

Depreciation and amortization. 

Deferred taxes and other deferred 

48.260 

43,359 

liabilities. 

Equity in earnings of Aunrera, S.A. in 

9.842 

1,603 

excess of dividends received. 

(2,346) 

(5.889) 

Equity in unrealized translation gains. 

(103) 

(3.309) 


82.603 

71,929 . 

From financing: 

Issuance of common stork. 

Long-term debt: 

1,222 

949 

Jewel Companies, Inc.. 

50.000 

— 

Real estate affiliates. 

15,040 

7,513 


$118,865 

$ 80,391 

Use of Funds— 



Dividends to shareholders. 

$ 15.116 

$ 14.733 

New property, plant and equipment (net). 

Repayment of long-term debt: 

70.774 

51,922 

Jewel Companies, Inc.. 

33,975 

1,134 

Real estate affiliates. 

7.151 

6,932 

Other. 

(760) 

(2,378) 

Increase in working capital. 

22,309 

5,0-18 


$148,865 

$ 80,391 

Change in Working Capital— 



Increase (decrease) in current assets: 



Cash. 

$ 2,801 

S (4.972) 

Short-term investments. 

24.266 

277 

Accounts receivable. 

(219) 

5.207 

Inventories. 

17.629 

23.739 

Prepaid expenses and supplies. 

270 

2.183 


41,747 

26.434 

Increase (decrease) in current liabilities: 
Accounts pavable. 

8.876 

5.583 

Payrolls and other accrued expenses. 

19.726 

5.5-17 

Income taxes pavable. 

(6.610) 

9.756 

Current maturities of long-term debt. 

446 

500 


22.438 

21,386 

Increase in working capital. 

.. $ 22.309 

$ 5.048 

The accompanying notes and summary of significant accounting policies 


are an integral part of the financial statements. 

1 
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Report of independent 
Certified Public Accountants 

the Shareholders and Board of Directors, 

,ewel Companies, Inc. 

r e have examined the consolidated statements of financial 
Dosition of Jewel Companies, Inc. at January 28, 1978 and 
ranuary29, 1977 and the related statements of earnings, 
elained earnings and changes in financial position for the 
'ifty-two week periods then ended. Our examinations were 
uade in accordance with generally accepted auditing stan- 
iards and accordingly included such tests of the accounting 
ecords and such other auditing procedures as we considered 
ecessary in the circumstances. We have not examined the 
inancial statements of Aurrera, S.A., a Mexican company in 
vhich Jewel has a 45.2% interest at January 28,1978. The con- 
olidated financial statements of Aurrera, S.A. for its fiscal 
ears ended July 31, 1977 and 1976 were examined by other 
idependent auditors whose unqualified report thereon has 
jeen furnished to us. 

n our opinion, which as to amounts with respect to Aurrera, 
>.A. for its fiscal years ended July 31,1977 and 1976 is based on 
he report of other independent auditors described above, the 
inancial statements referred to above present fairly the 
ronsolidated financial position of Jewel Companies, Inc. at 
anuary 28, 1978 and January 29, 1977, the results of its 
perations and the changes in its financial position for the 
ifty-two week periods then ended, in conformity with gener- 
tlly accepted accounting principles applied on a consis- 
ent basis. 


.'OUCHE ROSS & CO. 

Chicago, Illinois 
starch 17, 1978 


Notes to financial Statements 

Jewel Companies, Inc. 


Property, Plant and Equipment 

The Company’s investment in property, plant and equipment 
consists of the following: 


January 28. 1978 January 29, 5977 
Real Rial 

Jewel Estate Jewel Estate 
Cos., Inc Affiliates Cos., Inc. Affiliates 


(In thousands) 


Buildings. $ -17.231 SI53.6I7 S -19,159 SI-43.102 

Less allowance for 

depreciation. 19,872 33,521 18,481 29,107 

27,359 120,126 30,675 113,695 

Equipment and 
leasehold 

improvements. 185,632 110,749 

Less allowance for 
depreciation and 

amortization. 240,335 215,238 

215,297 225.511 

Land. 18,981 51,687 22.622 51,133 

S291.637 S171,813 5278,808 $165,128 


Short-Term and Long-Term Debt 

Debt shown in the statements of financial position consists of 

the following: 


Jewel Companies, Inc.: 

Shori-term Notes. 1.81% average rale. 

Coinmcritai Banks. 1.50% due in annual 

installments of SI.250 through 1987 . 

Insurance Companies: 

6 875%. due m annual installments of $1,500 

tluough 1993 . 

7.87.7%. due in annual installments of $1,500 

tluough 1991. 

8 25%. due in senn-amnial installments of 
SI.500 horn 1983 through 1997 with the 

ha lame due in 1997 . 

All Other. 5 57% and 5.13% aseiage ran. due 

through 1997 . 

I otal debt. 


Classified as follons: 



Total debt 


Real estate affiliates, mortgages. 8.13% and 
8 11% au-iagt- rate, due tluough 2001 


Long-term debt 
I otal debt_ 



tin thousands) 

S — S 28.663 
12.500 13.750 


S 5.318 S 5.111 
109.899 93,871 

SI 15.217 S 99.018 


SI 33.321 


SI 25.660 
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Ksstes to Hnanciai Statements 

(Continued) 


Long-term debt at January 28, 1978 matures as follows: 



Jewel 
Cos., Inc. 

Real Estate 
Affiliates 


(In the 

>usands) 

1979 . 

. $ 4,571 

$ 7,296 

1980 . 

. 4,589 

7,454 

1981. 

. 4,607 

7,419 

1982 . 

. 4,608 

7,551 

1983 and thereafter. 

. 91,524 

96,791 


$109,899 

$126,511 


— 



During 1977, the Company received $50,000,000 under a new 
8.25% loan agreement with two insurance companies. The 
terms of the agreement provide for semi-annual principal 
payments of $1,500,000 commencing July 1, 1983 with the 
balance of $6,500,000 payable in 1997. In conjunction with the 
new loan agreement, the Company canceled its previous 
$60,000,000 bank credit agreement. 

Lines of credit are maintained with commercial banks 
($87,000,000 at January 28, 1978) to assure the availability of 
adequate short-term funds to meet seasonal borrowing 
requirements. The bank lines are supported by cash balances 
at the line banks. The arrangements with the banks are 
informal in nature; the supporting balances are largely 
generated from the normal time lag in presentation of 
Company checks for payment and do not restrict the 
availability of such supporting funds in meeting the 
Company’s daily cash requirements. 

The maximum amount of seasonal borrowings outstanding 
on any day during 1977 was $92,000,000 and averaged 
$46,000,000 on a weekly basis. The average weekly interest rate 
on these borrowings was 5.46%. 

The Company’s loan agreements provide restrictions as to the 
maintenance of working capital (as defined) and payment of 
cash dividends on common stock. As of January 28, 1978, net 
working capital was approximately $32,000,000 in excess of 
minimum requirements and retained earnings not restricted 
for cash dividends were $42,000,000. 

The long-term debt of the real estate affiliates is not a direct 
obligation of Jewel Companies, Inc. but is secured by the 
assignment of lease agreements between Jewel and the 
affiliates and first liens against real properties having a book 
value of approximately $175,000,000 at January 28, 1978, as 
compared to $165,000,000 at January 29, 1977. The debt will 
be fully paid during the fixed term of each lease, generally 
20 years. 



No provision has been made for II.S. income taxes on foreign 
earnings because any income tax payable would be substan¬ 
tially offset by foreign tax credits. 

An examination of the Federal income tax returns of the 
Company and its subsidiaries for fiscal years 1973 through 
1975 is in process. While the outcome of the current examina¬ 
tion is not determinable at this time, income tax reserves are 
considered adequate for any assessments that might arise 
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Capital Stock 

Common stock transactions were as follows: 



1977 

Shares Amount 

1976 

Shares Amount 

Balance, beginning of year .. 

11,537 

(In thousands) 

583,892 11,190 

582,939 

Issued for stock option and 
stock purchase plans. 

64 

1,258 

47 

953 

Balance, end of vear. 

, 11,601 

585.150 

11,537 

S83.892 


At January 28, 1978, there were 1,072,166 shares of common 
stock reserved of which 760,879 were for Stock Options, 
228,042 were foi the Employee Stock Purchase Plan and 83,245 
were for the Automatic Dividend Reinvestment and Stock 
Purchase Plan. 


The following summary shows the changes in stock options: 



1977 

1976 

Options outstanding, beginning of year .. 

Granted. 

Exercised. 

Expired. 

Options outstanding, end of year. 

712,850 

139,500 

(31.762) 

(77,338) 

743,250 

706,500 

84,000 

(4,950) 

(72,700) 

712.850 





Jan. 28. 
1978 

Jan. 29, 
1977 

Options exercisable. 

Shares available for grant. 

585,750 

17,629 

553.235 

79,791 


Outstanding options were granted at prices ranging from 
$16.88 to $28.12 per share, the fair market value on the date of 
grant. Qualified Stock Options become exercisable in equal 
installments over a four-year period and expire five years from 
the date of grant. Non-qualified Stock Options become 
exercisable in one year from the date of grant and expire in 
ten years. 

Under the Company’s Automatic Dividend Reinvestment and 
Slock Purchase Plan, shareholders of record can purchase 
additional shares of common stock by reinvesting dividends 
and making optional cash investments without payment of 
any brokerage commission or service charge. 

The Company’s Certificate of Incorporation provides for a 
class of junior preferred stock designated as Preferred Stock, 
Issuable in Series, Par Value $1 Per Share, in the amount of 
2,000,000 shares. At January 28, 1978, none of the shares have 
been issued. 

Treasury stock consists of 3,169 shares of preferred stock 
valued at cost. These shares were acquired to meet the sinking 
fund provisions of the issue, which require full retirement by 
1985. Sinking fund requirements are satisfied through 1980. 


Lease Commitments 

The Company leases certain of its retail and other locations 
under firm-term lease arrangements ranging from 5 to 25 years 
(principally 15 years for retail locations), plus various renewal 
options. Rentals for leased real properties (excluding those 
leased from real estate affiliates) were $30,755,000 in 1977 and 
$28,638,000 in 1976, after reduction for sublease income of 
$1,632,000 and $1,227,000, respectively. Included in net rental 
expense are $3,570,000 in 1977 and $3,392,000 in 1976 of 
rentals determined by sales volume. As of January 28, 1978, 
minimum rentals on all non-cancellable leases for real 
properties were as follows: 


Year 

Lease 

Expense 

Sublease 

Income 

Net 

1978 . 

529,558 

(In thousands) 

51,754 

527,801 

1979 . 

28,80-1 

1,606 

27,198 

1980 . 

27,725 

1,321 

26,401 

1981. 

26,507 

1,098 

25,409 

1982 . 

24,552 

863 

23,689 

1983—1987 (per year). 

20,513 

617 

19,896 

1988—1992 (per vear). 

12.156 

321 

11,832 

1993—1997 (per year). 

3,119 

50 

3,069 

1998—2000 (per year). 

665 


665 


Under the provisions of Statement of Financial Accounting 
Standards No. 13, ‘‘Accounting for Leases”, certain leases 
currently considered to be operating leases will be retro¬ 
actively restated as capital leases at a future date. If these leases 
had been treated as capital leases at January 28, 1978 and 
January 29, 1977, leased property under capital leases, net of 
accumulated amortization, would have been approximately 
$34,169,000 and $34,018,000, respectively, while obligations 
under capital leases would have been $40,382,000 and 
$39,159,000, respectively, and net earnings would have been 
decreased by approximately $316,000 in 1977. 

Business Segments 

The Company is a diversified retailer engaged primarily in the 
retail sale of food and general merchandise. The Company is 
engaged in the supermarket business under the Buttrey, 
Eisner, Jewel and Star trade names and in the general 
merchandise business under the Osco Drug, Turn*Style and 
Republic Lumber trade names. Other operations include 
White Hen Pantry (convenience stores), Brigham’s (icecream, 
candy and sandwich stores). Mass Feeding Corporation 
(school lunch programs) and the Direct Marketing Division 
(home shopping serv ice and manufacturing operations). 

Operating earnings are total sales less operating expenses. In 
computing operating earnings, none of the following items 
have been added or deducted: unallocated expenses, losses on 
facility dispositions, interest income, interest expense, income 
taxes, equity in earnings of Aurrera, S.A. and unrealized gains 
on foreign currency translation. 
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Notes ti financial Statements 

(Continued) 


Identifiable assets are those assets identifiable to a particular 
segment either by direct use or by allocation when used by two 
or more segments. 

Information concerning the Company’s sales and operating 
earnings by business segment is presented in the Five Year 
Review on page 31; a summary of identifiable assets, capital 
expenditures and depreciation expense for fiscal 1977 and 
1976 is shown below: 



1977 

1976 

Identifiable Assets 

(In thousands) 

Supermarkets. 

.... S514,391 

$487,962 

General merchandise. 

219,816 

203,315 

Other operations. 

61,192 

56,849 

Investment in Aurrera, S.A. 

47,169 

46,210 

Corporate. 

38,050 

17,332 

Total identifiable assets. 

.... 5880,618 

$811,668 

Capital Expenditures (net) 

Supermarkets. 

.... S 47,071 

$ 41,263 

General merchandise. 

17,397 

9,884 

Other operations. 

4,643 

1,245 


1,663 

(470) 

Total capital expenditures. 

.... S 70,774 

$ 51,922 

Depreciation Expense 

Supermarkets. 

.... S 33,840 

$ 30,414 

General merchandise. 

9,482 

7,916 

Other operations. 

4,215 

4,229 

Corporate. 

723 

800 

Total depreciation expense . 

.... S 48,260 

S 43,359 


Contingent Liabilities—Litigation 
In addition to claims and lawsuits arising in the normal 
course of the Company’s business, as of January 28, 1978, 
there were various actions pending against the Company for 
substantial damages under antitrust laws. These include 
fourteen antitrust actions filed in 1975,1976and 1977 alleging 
price fixing in the purchase and sale of beef. Plaintiffs in one 
of these seek to maintain a class action. All of these actions 
have been consolidated for pre-trial and discovery purposes in 
the U.S. District Court in Dallas, Texas. In December, 1977, 
the Court dismissed seven of these actions on the basis of the 
U.S. Supreme Court’s decision in the Illinois Brick case that 
only direct sellers and purchasers could recover damages 
under federal antitrust laws; appeals have been filed in six of 
these seven cases and Congress is considering legislation 
which would overturn the Illinois Brick decision, including 
proposals designed to reinstate actions dismissed on the basis 
of that decision. Complaints in the remaining seven actions, 
filed in 1977, include some allegations which were not made 
in earlier cases. Since the proceedings are in their preliminary 
stages and in view of the complexity of the factual, economic 
and legal theories involved and the uncertainties inherent in 
litigation, the Company cannot predict their ultimate out¬ 
come. The Company believes, however, that it has good and 
meritorious defenses to each action. 


The Company is of the opinion with respect to all claims and 
lawsuits that any resulting liability will not materially affect 
the Company’s consolidated earnings or financial position. 

Costs and Expenses 

Set forth below is a comparative summary of significant costs 
and expenses: 


1977 1976 

fin thousands) 


Depreciation and Amortization 
Jewel Companies, Inc. 

Buildings. S 1.172 $ 1,325 

Equipment . 11,930 37,512 

•13,102 38,867 

Real estate affiliates 

Buildings. -1,858 1,192 

S‘18,260 S43.359 

Taxes, other than income 

Payroll. S3‘1,168 S28.750 

Property. 11,995 13,53-1 

Other . 2,750 2,729 

S51.9I3 S 15,013 

Rents 

Real estate. S30.755 S28.638 

Personal property . -1,803 -1,768 

$35,558 $33,106 

Advertising . S 12,655 S-l 0,692 

Retirement Benefit Plans 

Profit sharing plans. S11.190 SI0.I14 

Contingent compensation. 1,656 1,351 

Industry pension plans and other_ 3,711 2,157 

SI 6,557 SI 3.922 


Losses on Facility Dispositions 

On March 7, 1978 the Company reached an agreement in 
principle with The May Department Stores Company under 
which the Venture Division of May will acquire substantially 
all of the assets of the Company’s Turn*Styie self-service 
department stores. The transaction, which is subject to 
completion of definitive agreements, is to be effective not later 
than June 1, 1978. 

Other significant facility dispositions during 1977 included 
the closing of the Indianapolis Turn*Style stores and Star 
Market’s Dorothy Muriel Bakery- on December 31, 1977. 

Non-iecuiring pre-tax losses on the above transactions 
aggregated $9,242,000, of which $7,300,000 relates to the 
pending sale of Turn*Style assets to The May Department 
Stores Company. 
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Hosts associated with closing the Brigham’s candy plant in 
December, 1976 in the amount of $1,289,000 have been 
eclassified to conform with the 1977 presentation. 

Estimated Replacement Cost Data (Unaudited) 

'he Securities and Exchange Commission requires large 
ompanies to estimate certain replacement cost information 
or inventories, productive capacity (property, plant and 
■quipment, excluding land) and related depreciation and 
tmortization, as well as the cost of goods sold. However, it 
ntentionally determined not to require the disclosure of the 
■ffect on net earnings of such calculations both because there 
ire substantial theoretical problems in determining an 
arnings effect and because it did not believe that users should 
te encouraged to convert the data into a single revised net 
■arnings figure. In addition, because of the subjective 
udgments and many different specific factual circumstances 
nvolved, the data may not be comparable among companies 
ind is subject to errors of estimation. 

’roperty, plant and equipment replacement costs were largely 
stimated from unit costs considered typical in each year, 
•ollowing is a summary of the estimated replacement costs for 
roperty-, plant and equipment: 



1977 

1976 


Rqxirted 

Historical 

Amounts 

Estimated 

Replacement 

Cost 

(Unaudited) 

Ri-ixmcil 

Estimated 

Replacement 

Cost 

(rnaudited) 

luildings and 
equipment. 

$686,510 

(In thou 

$964,000 

sands) 

$633,010 

$887,000 

-ess accumulated 
depreciation . 

293,728 

416,000 

263,129 

386,000 

T ei buildings and 
equipment. 

$392,782 

$548,000 

$369,881 

$501,000 

epreciation and 
amortization: 

Charged to cost 
of goods sold. 

$ 17,345 

$ 24,000 

$ 15,562 

$ 23,000 

Charged to selling, 
general and admin¬ 
istrative expense.. 

30,915 

38,000 

27,797 

37,000 

$ -18,260 

$ 62.000 

$ 43,359 

$ 60,000 


nventories and cost of goods sold at replacement cost were 
■stimated primarily based on internally generated and 
rublished price indices. The estimated impact of inflation on 
e Company’s inventories and cost of goods sold is 
nsignificant because of the rapid inventory turnover. 

•'urther explanation is included in the Company’s Annual 
Report to the SEC (Form 10-K) which is available 
pon request. 


Quarterly Data (Unaudited) 


Quarter 

Total 

Sales 

Gross 

Profit 

Net Earnings 
Total Per Share 

1977 

(In thousands, except per share figures) 

First (12 weeks). 

Second (16 weeks) .... 

Third (12 weeks). 

Fourth (12 weeks) .... 

$ 719,547 
978,714 
749,251 
830,230 

$150,165 

205,786 

155,607 

185,685 

$ 5,633 
7,775 
3,231 
10,311 

$ .49 
.67 
.27 
.89 

Total Year . 

$3,277,742 

$697,243 

$26,950 

$2.32 

1976 





First (12 weeks). 

Second (16 weeks) .... 

Third (12 weeks). 

Fourth (12 weeks) .... 

$ 647,105 
891,685 
673,345 
769,294 

$132,521 

187,677 

135,511 

169,109 

$ 5,042 
9,479 
8,782 
12,862 

$ .44 
.82 
.76 
1.12 

Total Year . 

$2,981,429 

$624,818 

$36,165 

$3.14 


Common Stock Data (Unaudited) 


Price Range* Dividends 

1977 1976 Paid 

Quarter High Low High Low 1977 1976 


First. $26% $22% S24‘i S20 $ .325 S .300 

Second. 24% 21% 23% 19% .325 .300 

Third. 23% 19% 2-1 21% .325 .325 

Fourth. 20% 18% 2-1 21 .325 .325 

Year. $26% $18% $2-1% $19% $1.300 $1.250 


•On the .Veil' York Stock Exchange. 
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Notes to HnanciaB Statements 

(Continued.) 


Condensed Financial Statements — Aurrera, S.A. 
(Unaudited) 

The Company had a 45.2% and 46.5% interest in Aurrera, S.A. 
as of January 28, 1978 and January 29, 1977, respectively. 
Jewel’s investment, carried on the equity method, constituted 
5.4% and 5.7% of its total assets at those respective dates. Jewel’s 
equity in earnings and unrealized gains on foreign currency 
translation constituted 18.1% and 33.3% of Jewel’s consoli¬ 
dated net earnings for the fifty-two weeks ended January 28, 
1978 and January 29, 1977, respectively. 

To facilitate prompt reporting of year-end results, the 
Company changed its method of reporting its equity in 
earnings of Aurrera to record those earnings on a one month 


delay. As a result, the Company’s earnings for its fiscal yet 
ended January 28, 1978, the year of transition, include onl 
eleven months of earnings from Aurrera. The effect of tf 
change was to decrease net earnings by $256,000. 

The financial statements of Aurrera, S.A. at December3 
1977 and January 31, 1977 are based upon audited financir 
statements examined by a major international publ 
accounting firm as of July 31, 1977 and 1976, the end c 
Aurrera’s fiscal year, and unaudited financial statements fc 
the periods from August 1 to December 31, 1977 an 
January 31, 1977, respectively. Following is a condense 
summary of Aurrera’s statements of financial position ; 
statements of earnings for fiscal years 1977 and 1976: 


Statements of Financial Position 



December 31, 
1977 

January 31, 
1977 


(In tho 

isatids) 

Aurrera (in Pesos) 

Current assets. 

Ps.1.681.865 

Ps. 1,126,389 

Properties, nel. 

1,309,057 

1.307.199 

*1 oial assets - - - 

2,990.922 

2.133,888 

Current liabilities. 

1,908,099 

1.501.710 

Long-term debt. 

15.596 

17,123 

Net assets. 

Ps. 1,067,227 

Ps 912,055 

(’.S'. Translation 

S 81.961 

S 79.037 

Reconciliation to 

Jewel’s Investment 

Equity in book value of net assets 

at 15.2"; in 1977 and 10 5“,, in 1976. 

S 38,396 

S 36.793 

Adjustments to Jewel's accounting 

CuiiuilatiM'me nine adjustments 

71 1 

1.295 

Reorganization adjustments not 

letogni/cd In Jewel. 

(5.*>r>) 

(5,891) 

Excess of cash investment ovei 


13.601 

1 1.013 

Carning value of investment. 

S 17,169 

S 16.210 


Statements of Earnings 


Eleven Months Year 

Ended Ended 

December 31, January 31. 
1977 1977 





(In tho 

t\and\) 

Aurrera (in P 

sos) 





Sales. 


Ps 

8,133,681 

Ps 

6,063,981 

Earnings before statutorv profit 





sharing and 

ncoim* taxes. 


596,013 


669.013 

Statutory profit sharing. 


(13,76.3) 


(51.106) 

Income taxes 



(233,013) 


(275,116) 

Net earnings- 

-Aurrera statements... 

Ps_ 

319.267 

Ps 

312.191 


f. S'. Translation 

s_ 

13,056 

s_ 

21.612 

Reconciliation to Jewel’s 





Equity in Net Earnings 





Ec|intv m net 

earnings pel 





Auricia state 

mitts. 

S 

5.911 

S 

10.185 

Adjusimei 

ts to Jewel's accounting 





pi.UlKCS 



(567) 


(712) 

Dividend 

■tliholding tax 








(561) 


(1.026) 

Ecjmtv m net 

'.linings of 







s 

1.786 

S 

8.717 

lewd's ecjuilv 

in unrealized gam on 





foreign our. 

mv ii.insl.uion. 

s_ 

103 

s_ 

3.309 


Event Subsequent to Date of Auditor’s Report 

On April 3, 1978, the Company announced an agreement in 
principle with Skaggs Companies, Inc. for the combination of 
the two companies on a tax free basis. The new company will 
be called Jewel Companies, Inc. 

The agreement calls for Skaggs shareholders to receive one 
share of the new Jewel Companies, Inc. common stock for 
each share of Skaggs common stock and for Jewel share- 
holdeis to receive .86 shares of the new common stock for each 
share of current Jewel common stock. Alternatively, current 
Jewel shareholders would have an option to elect to receive a 
package of securities consisting of .284 shares of the new 
common stock and .513 shares of a new cumulative prefetred 
stork. The new common and preferred shares would be allo¬ 
cated or prorated among individual shareholders, giving max- 
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inium possible effect to their elections, asnecessaiy to result in 
the issuance of 3,166,000 new pieferred shares. The* initial 
quattcily dividend on the new c ommon stock is planned to be 
at an annual late of 80C; the new prefeired stock would have a 
stated value of $25.00 and an annual dividend of $2.25. 

I'he transaction is subject to the execution of a definitive 
merge! agieement, approvals by the Boauls of Directors and 
shareholders of both companies, and any required govern¬ 
mental appiovals. 

Skaggs, with fiscal 1977salesof S902.2 million and net income 
ol S20.1 million, operates chug stores and combination chug 
food super-centeis, piincipallv in the West and Southwest. 
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five Year Review 

Jewel Companies, Inc. 

1977 

(Millions of dollars, except per share figures) 


Operating Results 

Sales: 

Supermarkets . 52,419.5 

General merchandise stores. 654.9 

Other operations . 203.3 

Total sales. 3,277.7 

Operating earnings before unallocated expenses: 

Supermarkets . 41.0 

General merchandise stores. 19.2 

Other operations . 4.8 

Total operating earnings before unallocated expenses 65.0 

Unallocated—neif. (3.8 ) 

Operating earnings. 61.2 

Losses on facility dispositions. (9.3) 

Interest income. .8 

Interest expense: 

Jewel Companies, Inc. (8.6) 

Real estate affiliates. (10.5) 

Earnings of U.S. companies before income taxes. 33.6 

Income taxes. 11.5 

Earnings of U.S. companies. 22.1 

Equity in Aurrera, S.A.: 

Earnings . 4.8 

Unrealized gain on foreign currency translation. A 

Net earnings. 5 27.0 

Percent of shareholders’ average equity. 8.2% 

Depreciation and amortization. S 48.3 

New property, plant and equipment (net). 70.8 

Per Share Results* 

Earnings per common share. S 2.32 

Dividends paid per common share (present rate SI.30).. 1.30 

Percent of net earnings. 56% 

Equity per common share. S 28.87 

Common Stock Information* 

Number of shareholders. 14,973 

Average number of shares (in thousands). 11,576 

Price range — high. S 26'? 

low. 18% 

year end. 18% 

Price earnings ratio (on average price range) . 9.6 

Financial Position 

Working capital. S 120.9 

Total assets. 880.6 

Long-term debt, less current maturities- 

Jewel Companies, Inc. 109.9 

Real estate affiliates. 126.5 

Common shareholders' equity . 331.9 

Other Statistical Data (000’s) 

Employees (full-time equivalent). 35.2 

Square footage of retail stores: 

Supermarkets . 10.500 

General merchandise stores. 6,627 

Other stores. 898 

Totai at year end. 18.025 


'Adjusted for stock splits 

@E\ctudes extraordinary imome of $6,746,000 or $.60 per share, 
f Unallocated consists pruutpally of general torporale expenses and 



52,173.6 52,065.9 

617.4 565.9 

190.4 186,0 

2,981.4 2,817.8 

33.0 31.0 

23.0 18.0 

_77 _5^ 

63.7 54.8 

(4.6 ) (4.0) 

59.1 50.8 
(1.3) 

.8 .8 

(8.1) (9.6) 

(9.7 ) (9.2 ) 

40.8 32.8 

16.7 11.7 

24.1 21.1 

8.8 7.6 

_3A _ 

S 36.2 5 28.7 

11.6% 9 8% 

5 43.4 5 42.4 

51.9 53.5 

S 3.11 5 2.50 

1.25 1.20 

41% 48% 

S 27.89 5 26.06 

15,152 11.716 

11,507 11,452 

S 245 S 25% 

19'i 16% 

23 s . 21% 

6.9 8.5 

S 98.6 5 93.5 

811.7 769.9 

93.9 98.0 

118.9 118.3 

321.8 299.1 

35.1 35.0 

10,186 10,020 

6,409 6.276 

852 845 

17.117 17.111 


51,905.1 5 L631.4 


502.4 


438.1 

191.4 


150.1 

2,598 9 


2,219.6 

52.5 


45.2 

105 


14.5 

_3J 


_L7 

66.3 


61.4 

(4.4) 


(4.2) 

61.9 


57.2 

(11.8) 


(8.0) 

(8.3) 


(7.1) 

42.8 


42.6 

18.0 


18.5 

24.8 

5.4 


24.1 

5 30.2 

S 

29.6(3) 

11.0% 


11.8%@ 

5 37.0 

s 

32.4 

77.9 


77.5 

5 2.65 

5 

2.63(5) 

1.15 


1.11 

44% 


42%@ 

S 24.78 

S 

23.25 

14,324 


13.694 

11,381 


11.217 

5 29% 

5 

31% 

16% 


18% 

8.6 


10.0(3) 

S 32.1 

S 

80.7 

719.2 


671.6 

115.5 


100.7 

111.0 


98.3 

283.2 


261.2 

35.3 


31.9 

9.648 


8,916 

6,032 


5,659 

866 


813 

16,546 


15.418 
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Jewel Companies, Inc. 


Raymond C. Baumhart, S.J. 

President, Loyola I’niversity of Chicago 

Karl D. Bays 

Chairman and Chief Executive Officer, 
American Hospital Supply Corporation 
(Health Products and Services) 

Silas S. Cathcart 

Chairman and Chief Executor Officer, Illinois 
Tool Works, Inc. (Fasteners, Tools, Electronic 
Components Jr Plastic Packaging Products) 

Weston R. Christophcrson 
President and Chief Operating Officer 

George L. Clements 

Retired Board Chairman and President 

Lawrence E. Fouraker 

Oran of Faculty, Harvard Business School 

Helen LeB. Hilton 

Oran Emeritus, College of Home Economics, 
Iowa Stale I’nivrrsity 

Richard B. Ogilvie 

Partner, Isham, Lincoln Jr Beale (Attorneys) 
James E. Olson 

Executitr Vice President, Amrriian Telephone 
and Telegraph Company 

Donald S. Perkins 

Chairman, Board of Directors and Chief 

Executitr Officer 

Barbara Scott Preiskcl 

Senior Vice President and Ceneral Attorney, 

Motion Picture Association of America, Inc. 

Robert W. Renekcr 

Chairman, Board of Trustees, The I'nitrrsily 
of Chicago 

Arthur W. Schultz 

Chairman and Chirf Executitr Officer, Foote, 
Cone J- Belding Communications, Inc. 

(Advertising Agrncx) 


Committee on Audits: (l to r) L. Fouraker, 
H. Hilton, R. Baumhart, S.J., R. Oglivie, 
J. Olson, R. Reneker 


Committees of the Board of Directors 

Committee on Audits 

R. C. Baumhart, S. ]., Chairman 

I. . E. Fouraker 
H. LeB. Hilton 
R. B. Ogilvie 

J. E. Olson 

R. II'. Reneker 

Committee on Nominations 
/. E. Fouraker, Chairman 

S. S. Cathcart 

R. IV. Reneker 

Committee on Salaries and 
Employee Benefits . 

■S'. S. Cathcart, Chairman 

K. D. Bays 

C. /.. Clements 
B. S. Preiskel 
A. IV. Schultz 

Executive Committee 
/). .S’. Perkins, Chairman 

S. S. Cathcart 

IV. R. Christophcrson 
R. B. Ogilvie 


Robert P. Dorsher 

Vice President. Personnel and Industrial 

Relations 

Lawrenre J. Fernsirom, Jr. 

Vice President, Information Systems 

Robert D. Jones 

Vice President, Puhlit Affairs 

Gene B. Kilhain 

Vice President and Controller 

Charles E. McClellan 
Vice President, Taxes 

Jacob J. Srhnur 

Viie President and Assistant Ceneral Conn 
Robert F. Berrev 

Michael H. Alden 
Assistant Secretary 

Earl J. Barnes 
Assistant Secretary 

I-awrence A. Metz 
Assistant Seiretary 

Oral Moody 
Assistant Sri rrlitry 

Charles M. Moritz 
Assistant Treasurer 
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Officers of the 
Jewel Companies 


Brigham’s 
10 Mill Street 

Arlington, Massachusetts 0217-1 
’resident: 

Richard 1’. Johnson 
/ice Presidents: 

William F. Horgan 
Jerome P. Lavely 
John F. Marchesseault 
Daniel F. O’Connell 

hit trey Food Stores 
iOl Sixth Street, S.VV. 
ireal Falls, Montana 5)9101 

’resident: 

Philip R. Palm 
’ice Presidents: 

Paul L. Beuthien, Jr. 

Lester O Eck 
Lyle T Gorman 
Henry J. Kciper, Jr. 

Eugene D. Koon 
Alvm J. Larson 
Harold J. Lund 
Robert F. Poole 
John J. Quinn 
Ronald L. Slusher 
Andrew Veseth 

Street Marketing Division 
[ewel Park 

larrington, Illinois 00010 
’resident 

Betty M. McFadden 
Iroup Vice Presidents: 

Lance W Deu-reaux 
Herman T. Landon 
/it e Presidents: 

Neil S. Bonne 
William J. Burineister 
John B. Elhff 
Alvin P. Jorgensen 
Garrv B. King 
Howard G. Kooihan 
William M Mixite 
A Keith Pierson 


Eisner Food ir Agency Stores 
301 E. Wilbur Heights Road 
Champaign, Illinois 61820 

President. 

David L. Diana 
Group Vice President: 

Leland G. Wise 
Vice Presidents: 

Roy D. Bra/elton 
Donald E. Hadley 
J. Patrick Johnston 
Richard E. Lebo 
Samuel J. Parker 
Marlin A. Scholtens 
Controller 
Douglas D. Myers 

Jewel Associates 
1955 West North Avenue 
Melrose Park, Illinois 60160 

President: 

William E Oddy 

Jewel Food Stores 
1955 West North Avenue 
Melrose Park, Illinois 60160 

President: 

Walter Y. Elisha 
Executive Vice Presidents- 
Arthur T. Dalton 
Ronald D. Peterson 
Group Vice Presidents: 

Joseph V. Bugos 
Edward F. Buron 
Marshall J. Collins 
Ronald J. Floto 
Daniel E. Josephs 
P. Neill Petronella 
Vice Presidents- 
Jane Armstrong 
Larry R. Belcaster 
Richard H. Bevier 
James M. Chase 
Andrew J Cosentino 
Francis P. Daleiden 
Dean C. Danhour 
Dennis K. Eck 
Loren D. Galbraith 
James W. Grew 
Gerald L. Hansen 
Thomas P. Heneghan 
John R. Haugabrook 
Alfred G. Jacobsma 
Albert J. Kara 
Johan T. Kvvik 
James V. Lamonta 
Ralph W. Miller. Jr. 

Robert A. Neslund 
William H. Newbv 
Robert A. Popadiuh 


W. Steven Rubow 
Hans J. Schmucky 
Harry L. Segal 
John A. Shields 
Raymond A. Stone 
W. Charles Thor, Jr. 

Frank J. Thuy, Jr. 

Frank J. Tyska 
James P. Walsh 
Walter B. Wilson 

Mass Feeding Corporation 

22-11 Pratt Boulevard 

Elk Grove Village, Illinois 60007 

President 

Thomas F. Harwood 
Vice Presidents: 

Guy A. Graham 
K. Lee Guse 
Edward W. McQuiston 
Stephen L. Schlecht 
Controller: 

James P O'Connor 

Osco Drug, Inc. 

1818 Swift Drive 
Oak Brook, Illinois 60521 

President: 

Richard G. Cline 
Executive Vice President, 

Richard E. George 
Vice Presidents- 
John L. Benner 
Jon T. Fuglestad 
David F. Gillis 
Ronald R. Green 
Ronald E. Grove 
Terry J. Hanson 
Donald C. Hoscheit 
William M. Jacobs. Jr. 

James A. Johnson 
Michael S. Kaplan 
Byron K. Luke 
David L. Maher 
Robert C. Nakasone 
John H. O’Connell 
Paul E. Pentz 
Robert H. Quayle III 
Harold G. Raiman 
Haven A. Ready 
F. Peter Srhliesmann, Jr. 
Russell B. Wright 
Herbert R Young 


Star Market Co. 

625 Mt. Auburn Street 
Cambridge, Massachusetts 02138 

Chairman: 

John M. Mugar 
President: 

James H. Henson 
Group Vice Presidents: 

Jack der Avedisian 
Richard Diran 
Vice Presidents: 

Robert H Jacobson 
W. Bruce Krueger, Jr. 

Carmen Lanza 
Raymond J. Larocca 
Kathryn M. Nicholson 
H. Verne Powell 
Walter F. Rajewski 
Jeffrey K. Schaffer 
Thomas P. Sternberg 
James T. Wixtead 

White Hen Pantry 
666 Industrial Drive 
Elmhurst, Illinois 60126 

President: 

Robert G. Robertson 
Vice Presidents- 
George S. Bov is 
Allen S. Davis 
Roliert B. Knight 
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